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SUMMARY  OF  AUDIT  RECOMMENDATIONS 


WE   RECOMMEND   THE   COLLEGE   MONITOR   MANUAL   PAYROLL 
CALCULATIONS  TO  VERIFY  THE  CALCULATIONS  ARE  CORRECT  BEFORE 
CHECKS  ARE  ISSUED. 


Eastern  Montana  College  Resposne:   Concur.   see  page   19 

RECOMMENDATION  #2: 

WE  RECOMMENDED  THE  COLLEGE  COMPLY  WITH  THE  REQUIREMENTS  OF 
SECTION  17-6-202,  MCA,  AND  THE  PROVISIONS  OF  THE  MONTANA 
OPERATIONS  MANUAL  BY  MAKING  THE  MONTHLY  INTEREST  CHECKS 
PAYABLE  TO  THE  STATE  TREASURER  AND  CREDITING  THE  INTEREST 
EARNED  TO  THE  GENERAL  FUND. 

Eastern  Montana  College  Response:   Concur.   see  page  19 

RECOMMENDATION  #3: 

WE  RECOMMEND  THE  COLLEGE  ADHERE  TO  ITS  OWN  POLICY  OF 
REQUIRING  TWO  SIGNATURES  ON  CHECKS  ISSUED  FOR  AMOUNTS  IN 
EXCESS  OF  $2,500.00.   COMPLIANCE  WITH  THIS  POLICY  COULD  BE 
CHECKED  BY  THE  EMPLOYEE  RESPONSIBLE   FOR  MAILING  OR 
OTHERWISE  DISTRIBUTING  ISSUED  CHECKS.    IF  A  CHECK  EXCEEDS 
$2,500.00  AND  DOES  NOT  HAVE  TWO  AUTHORIZED  SIGNATURES,  THE 
EMPLOYEE  SHOULD  NOTIFY  THE  BURSAR  OR  CONTROLLER. 

Eastern  Montana  College  Response:   Concur.   see  page  19 

RECOMMENDATION  #4: 

WE  RECOMMEND  IF  THE  COLLEGE  WANTS  TO  CONTINUE  TO  CASH 
EMPLOYEE  PAYROLL  CHECKS  BY  USING  FUNDS  FROM  THE  CONTINGENT 
REVOLVING  ACCOUNTS,  THAT  THE  COLLEGE  AND  THE  OFFICE  OF  THE 
COMMISSIONER  OF  HIGHER  EDUCATION  DISCUSS  THIS  ISSUE  WITH 
THE  DEPARTMENT  OF  ADMINISTRATION  TO  OBTAIN  SOME  TYPE  OF 
FORMAL  AUTHORIZATION  OR  A  MODIFICATION  TO  EXISTING  POLICY. 

Eastern  Montana  College  Response:   Concur.   see  page  19 
Commissioner's  Office  Response:   See  pages  23  and  24 


RECOMMENDATION  #5: 

WE  RECOMMEND  THE  COLLEGE  COMPLY  WITH  ITS  OWN  POLICY 
GOVERNING  MERCHANDISE  RETURNS  BY  REQUIRING  THE  DEPARTMENTS 
TO  COMPLETE  THE  RETURN   AUTHORIZATION   FORM  WHENEVER 
PURCHASED  ITEM(S)  MUST  BE  RETURNED  TO  VENDORS  FOR  CASH 
REFUNDS  OR  CREDIT. 


Eastern  Montana  College  Response:   Concur.   see  page  20 


KE.1OMMKN Da  1  ION  #  6  : 

WE  RECOMMENDED  THAT  THE  COLLEGE  IMPLEMENT  A  POLICY  THAT 
WOULD   REQUIRE   PAYROLL   CHECKS   ISSUED   TO   PERSONNEL 
AUTHORIZED  TO  SIGN  CHECKS  BEAR  TWO  AUTHORIZED  SIGNATURES. 


Eastern  Montana  College  Response:   Concur.   see  page  20 
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INTRODUCTION: 

The  State  Auditor's  Office  conducted  an  examination  of 
Eastern  Montana  College's  use  of  their  contingent  revolving 
funds   established   through   the   Montana   Department   of 
Administration  in  accordance  with  Section  17-2-201,  MCA.   The 
period  under  examination  was  the  fiscal  year  ended  June  30, 
1988. 

The  objectives  of  our  audit  were: 

1.  to  determine  the  compliance  with  state  laws  and 
regulations  governing  nontreasury  cash  accounts; 

2.  evaluation  of  the  efficiency  of  the  use  of  the 
checking  account  system; 

3.  evaluation  of  internal  controls; 

4.  examine  departmental  practice  for  making  small  and/or 
emergency  purchases; 

5.  determine  if  the  authorized  balances  for  the  accounts 
are  appropriate. 


SCOPE 


Our  audit  was  conducted  in  accordance  with  generally 
accepted  governmental   auditing   standards   for   operational 
audits,  and  accordingly  included  such  tests  of  Eastern  Montana 
College  records  and  such  other  auditing  procedures  as  we 
considered  necessary  in  the  circumstances.   This  audit  did  not 
include  an  examination  of  the  college  financial  schedules  and 
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we  therefore  express  no  opinion  thereon. 

This  report  is  intended  solely  for  the  use  of  the 
management  staff  of  Eastern  Montana  College,  and  should  not  be 
used  for  any  other  purpose.   This  restriction  is  not  intended 
to  limit  the  distribution  of  this  report,  which,  when  accepted 
by  Eastern  Montana  College,  is  a  matter  of  public  record. 

We  reviewed  the  use  of  the  nontreasury  cash  revolvinq 
contingency  funds  maintained  by  the  Eastern  Montana  College  to 
determine  the  extent  of  use  and  compliance  with  regulations 
established  by  the  Department  of  Administration  for  the 
maintenance  of  cash  accounts  outside  the  state  treasury.   We 
also  looked  at  the  specific  uses  of  the  three  types  of  checks 
that  are  used  by  Eastern  Montana  College.   Each  of  these  types 
of  checks  will  be  addressed  separately  in  other  sections  of 
this  report. 

We  reviewed  controls  over  pre-paid  purchase  orders  in  four 
departments  on  campus  as  well  as  the  control  procedures  in  the 
business  office.   As  part  of  our  field  work  in  the  four 
departments,  we  made  a  judgmental  sample  of  pre-paid  purchase 
orders  to  test.   Our  sample  was  made  based  on  dollar  volume 
over  a  two  month  period  during  the  period  under  audit. 

We  reviewed  the  operational  aspects  of  the  business  office 
concerning  the  use  of  the  nontreasury  cash  accounts  for  the 
purpose  of  making  recommendations  to  improve  the  system.   As 
part  of  our  review  conducted  in  the  business  office,  we 
examined  a  sample  of  claims  presented  to  the  controller  for 
payment . 
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BACKGROUND: 

Eastern  Montana  College  was  established  on  March  12, 
1927.   Operations  of  the  college  are  provided  through  the 
Montana  Board  of  Regents  of  Higher  Education.   The  president  of 
the  college  is  responsible  for  the  day-to-day  operations. 

The  college  business  office  is  headed  by  the  controller. 
who  reports  to  the  college  vice-president  for  administration. 
The  business  office  is  responsible  for  the  fiscal  operations  of 
the  college  including,  accounts  payable,  accounts  receivable, 
payroll,  disbursement  of  student  financial  aid  and  general 
accounting.   Exhibit  I  at  the  end  of  this  report  is  an 
organizational  chart  of  the  college  administration  division  for 
additional  details. 

Section  17-2-201,  MCA,  provides  authority  to  the  Montana 
Department  of  Administration  to  authorize  the  establishment  of 
nontreasury  cash  contingent  revolving  accounts  for  payment  of 
demands   requiring   immediate  payment.    Examples   of   such 
expenditures  are:   emergency  travel  advances,  pre-payment  of 
subscriptions  and  book  orders,  postage,  freight  charges,  and 
invoices  allowing  a  discount  if  paid  within  a  specified  period 
of  time,  too  short  to  be  paid  through  the  state  warrant  system. 

Section  17-2-201,  MCA,  also  provides  the  Department  of 
Administration  with  the  authority  to  promulgate  regulations  for 
the  establishment  and  use  of  the  contingent  revolving  funds. 
The  Department  of  Administration  has  developed  regulations  for 
the  use  of  the  revolving  funds  and  they  are  found  in  the 
Montana    Operations    Manual,     Chapter     2-1900. 
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CONTINGENT  REVOLVING  FUND  STRUCTURE: 

Eastern  Montana  College  has  an  imprest  authorization  from 
the  Department  of  Administration  for  nontreasury  contingent 
revolving  fund  balance  of  $110,000. 

The  college  has  established  two  accounts  at  local  banks 
for  the  purpose  of  receiving  and  disbursing  money  from  the 
contingent  revolving  fund.   One  account  has  been  established 
for  $100,000  and  is  for  general  purpose  expenditures  such  as 
travel  advances,  cash  purchase  orders  (amounts  under  $200.00), 
books  and  subscriptions.   The  second  account  was  established 
for  the  purpose  of  processing  emergency  payroll  needs  only. 
The  authorized  balance  for  this  account  is  $10,000.   Both 
accounts  are  interest  bearing.   The  schedules  of  interest 
earned  for  each  account  may  be  found  at  the  end  of  this  report 
in  Exhibit  II. 

DESCRIPTION  OF  CONTINGENT  REVOLVING  TRANSACTIONS: 

PAYROLL:   In  certain  circumstances  employees,  particularly 
students  and  part-time  employees  miss  the  deadline  for 
processing  the  payroll  documents.   In  these  instances  the 
college  writes  checks  on  the  contingent  revolving  fund  in 
order  to  pay  personnel  that  missed  the  regular  payroll 
cycle.   In  certain  instances,  employer  contributions  to 
insurance  plans  are  made  from  the  payroll   revolving 
account . 

PRE-PAID  PURCHASE  ORDERS:   Pre-paid  purchase  orders  are  a 
multiple  part  form  designed  to  facilitate  the  acquisition 
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of  small  and/or  emergency  purchases  by  departments  on 
campus.   The  original,  in  addition  to  the  check,  the 
document  provides  accounting  detail  information  to  be 
recorded  in  college  accounting  records.   Each  department 
authorized  to  use  pre-paid  purchase  orders  must  sign  an 
agreement  with  the  business   office.    The   agreement 
requires  departments   to  comply  with  specific  rules 
regarding  the  use  of  pre-paid  purchase  orders  and  provides 
remedies   for  departmental  violations.    Each  pre-paid 
purchase  order  requires  two  signatures;  one  from  the 
business  office  and  the  other  from  the  department  issuing 
the  purchase  order  at  the  time  of  purchase.   All  purchase 
orders  must  be  supported  by  a  cash  receipt  marked  "paid". 
GENERAL  PURPOSE  CHECKS  are  issued  on  the  main  contingent 
revolving  account  for  such  purchases  as  airline  tickets, 
emergency   travel   advances,   disbursement   of   student 
financial  aid,  and  subscription  payments. 

INTERNAL  CONTROLS: 


The  management  of  Eastern  Montana  College  is  responsible 
for  developing,  implementing  and  maintaining  a  system  of 
internal  controls  that  efficiently  and  effectively  ensure  that 
assets  are  properly  safe  guarded  against  unauthorized  use, 
transactions  are  processed  in  accordance  within  the  policy 
guidelines  established  by  college  management,  and  transactions 
are  recorded  in  such  a  manner  so  as  to  permit  the  college 
financial  schedules  to  be  prepared  in  accordance  with  generally 
accepted   accounting   principles.    Because   of   inherent 
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limitations  in  any  system  of  internal  controls,  errors  or 
irregularities  may  none  the  less  occur  and  not  be  detected. 

We  reviewed  the  internal  controls  over  the  contingent 
revolving  funds.   As  part  of  our  review,  we  examined  the 
policies  governing  the  use  of  the  contingent  revolving  funds 
and  tested  a  sample  of  transactions  to  determine  the  extent  of 
compliance  with  colleges  internal  operating  policy.   We  further 
examined   the   processes   of   issuing   checks,   requesting 
reimbursements  from  the  State  Treasury,  the  performance  of  bank 
reconciliations  and  transaction  entries  into  the  accounting 
system. 

During  the  audit,  except  as  set  forth  in  the  following 
paragraphs,  nothing  came  to  our  attention  in  items  tested  that 
would  lead  us  to  believe  material  weaknesses  exist  in  control 
procedures  not  tested. 

During  the  audit  we  sampled  transactions  processed  through 
the  payroll  revolving  fund,  we  noted  an  instance  where  an 
employee's  gross  pay  was  over  calculated  by  $100.00. 

The  payroll  transactions  that  are  processed  through  the 
contingent  revolving  account  are  processed  manually,  thus  they 
are  not  subject  to  automated  checks  as  would  be  the  case  in  a 
computer  based  payroll  system.   The  college  has  a  policy  that 
requires  a  review  of  payroll  calculations  to  detect  errors 
Employees  verifying  the  calculations  should  initial  time 
reports  when  the  verifications  are  complete. 
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RECOMMENDATION  #1 : 

WE   RECOMMEND   THE   COLLEGE   MONITOR   MANUAL   PAYROLL 
CALCULATIONS  TO  VERIFY  THE  CALCULATIONS  ARE  CORRECT 
BEFORE  CHECKS  ARE  ISSUED. 


Iximnnnom      nminnqri      T?  ?,  TJ  M  IT  T:  i 
NlljKlJOl       X\  L  V  £j  IN  U  Ci      IJrtJ\iN£iL»: 

Both  accounts  maintained  by  the  college  are  interest 
bearing.   The  account  at  Norwest  Bank  of  Billings  earned 
$4223.41  in  interest  and  the  account  maintained  at  First 
Citizen's  Bank  earned  $576.09.   Combined  interest  earned  by  the 
contingent  revolving  fund  was  $4,799.50  for  the  fiscal  year 
ended  June  30,  1988.   Details  of  interest  earned  may  be  found 
in  Exhibit  II,  at  the  end  of  this  report. 

Section  17-6-202,  MCA,  requires  that  income  earned  on  the 
investment  of  excess  treasury  cash  be  credited  to  the  general 
fund.   Since  money  contained  in  contingent  revolving  accounts 
would  be  excess  treasury  cash,  interest  earned  from  contingent 
revolving  accounts  maintained  by  state  agencies,  should  be 
credited  to  the  general  fund,  less  any  bank  service  charges. 

Chapter  2-1900.50  of  the  Montana  Operations  Manual 
provides  that  each  month  state  agencies  shall  forward  a  check 
payable  to  the  State  Treasurer  for  all  interest  earned  on 
contingent  revolving  funds,  less  any  bank  service  charges. 

According  to  college  records,  Eastern  Montana  College 
wrote  checks  monthly  to  transfer  the  interest  to  the  state, 
however,  the  checks  were  made  payable  to  Eastern  Montana 
College  and  deposited  in  the  State  of  Montana's  collections 
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account  at  a  local  bank. 

Following  this  practice  does  not  allow  for  proper 
recognition  of  this  revenue  as  interest.   Instead,  the  revenue 
was  recognized  as  money  collected  by  the  college  such  as 
tuitions,  fees  and  other  charges.   Consequently,   interest 
revenue  earned  by  the  college  was  overstated  by  $4,799.50. 

RECOMMENDATION  #2: 


WE  RECOMMENDED  THE  COLLEGE  COMPLY  WITH  THE  REQUIREMENTS  OF 
SECTION  17-6-202,  MCA,  AND  THE  PROVISIONS  OF  THE  MONTANA 
OPERATIONS  MANUAL  BY  MAKING  THE  MONTHLY  INTEREST  CHECKS 
PAYABLE  TO  THE  STATE  TREASURER  AND  CREDITING  THE  INTEREST 
EARNED  TO  THE  GENERAL  FUND. 


COMPLIANCE  WITH  COLLEGE  POLICY: 

Eastern  Montana  College  has  a  written  policy  governing  the 
use  of  checks  written  on  the  contingent  revolving  account  as 
well  as  administrative  procedures  pertaining  thereto.   The 
policy  requires  two  signatures  on  checks  drawn  on   the 
contingent  revolving  accounts  that  exceed  $2,500.00. 

The  audit  revealed  two  instances  of  checks  over  $2,500.00 
being  issued  and  did  not  bear  the  two  signatures  as  required  by 
college  policy.   The  purpose  of  requiring  two  signatures  is  to 
provide  a  control  over  large  expenditures  made  from  contingent 
revolving  funds.   We  believe  that  the  policy  is  a  valid  one  and 
that  it  provides  good  control. 
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RECOMMENDATION  #3: 

WE  RECOMMEND  THE  COLLEGE  ADHERE  TO  ITS  OWN  POLICY  OF 
REQUIRING  TWO  SIGNATURES  ON  CHECKS  ISSUED  FOR  AMOUNTS  IN 
EXCESS  OF  $2,500.00.   COMPLIANCE  WITH  THIS  POLICY  COULD  BE 
CHECKED   BY   THE   EMPLOYEE   RESPONSIBLE   FOR   MAILING  OR 
OTHERWISE  DISTRIBUTING  ISSUED  CHECKS.   IF  A  CHECK  EXCEEDS 
$2,500.00  AND  DOES  NOT  HAVE  TWO  AUTHORIZED  SIGNATURES.  THE 
EMPLOYEE  SHOULD  NOTIFY  THE  BURSAR  OR  CONTROLLER. 


CASHING  OF  STATE  PAYROLL  WARRANTS: 

Eastern  Montana  College  employees,   including   student 
employees  are  paid  biweekly  through  general  purpose  warrants 
issued  by  the  State  Auditor's  Office. 

The  college  distributes  payroll  through  the  business 
office.   Employees  wishing  to  cash  their  payroll  warrants  may 
do  so  at  the  college  cashier's  window.   We  can  understand  the 
college's  desire  to  provide  this  service  to  its  employees  and 
students.   It  is  also  advantageous  to  the  college  because  it 
allows  the  college  to  collect  accounts  due  to  the  college  from 
student  employees. 

Currently  the  college  withdraws  $25,000,  from  its  main 
contingent  revolving  account  a  day  prior  to  each  payday.   After 
the  need  for  surplus  cash  has  passed,  the  amount  withdrawn  is 
redeposited  into  the  contingent  revolving  account. 

The  State  Auditor's  office  is  concerned  not  with  the 
practice  of  cashing  checks  but  with  the  use  of  contingent 
revolving  funds  to  provide  additional  money  in  change  funds  to 

-9- 


cash  checks.   State  policy  does  not  provide  for  such  use. 

The  State  Auditor's  Office  has  discussed  its  concerns 
about  using  funds  from  the  contingent  revolving  accounts  to 
cash  checks  for  employees  with  the  Department  of  Administration 
and  the  State  Treasury.   They  agree  with  our  opinion  that  uses 
of  contingent  revolving  funds  as  authorized  in  the  Montana 
Opera  Lions  Manual/  Chapter  2-1900  do  not  include  check  cashing 
as  an  authorized  use  of  contingent  revolving  funds. 

RECOMMENDATION  #4: 

WE  RECOMMEND  IF  THE  COLLEGE  WANTS  TO  CONTINUE  TO  CASH 
EMPLOYEE  PAYROLL  CHECKS  BY  USING  FUNDS  FROM  THE  CONTINGENT 
REVOLVING  ACCOUNTS/  THAT  THE  COLLEGE  AND  THE  OFFICE  OF  THE 
COMMISSIONER  OF  HIGHER  EDUCATION  DISCUSS  THIS  ISSUE  WITH 
THE  DEPARTMENT  OF  ADMINISTRATION  TO  OBTAIN  SOME  TYPE  OF 
FORMAL  AUTHORIZATION  OR  A  MODIFICATION  TO  EXISTING  POLICY. 

MERCHANDISE  RETURNS; 

This  section  of  the  report  applies  primarily  to  instances 
where  college  departments  use  pre-paid  purchase  orders  for 
small  and/or  emergency  purchases. 

The  college  has  a  written  policy  contained  in  the  Busi  ness 
Office  Procedures  Guide  with  a  prescribed  procedure  for 
handling  returns  of  items  purchased  to  the  vendors. 

During  the  audit  we  noted  two   instances   involving 
transactions  created  by  departments  returning  items  purchased 
to  vendors  for  cash  or  credit. 
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College  policy   requires  departments   to   secure   an 
authorization  from  the  fund  controller  which  includes  the 
preparation  of  a  return  authorization  form.   The  original  copy 
of  the  form  is  to  be  sent  to  the  business  office,  when 
completed.   The  third  copy  is  to  be  returned  to  the  business 
office  with  the  cash  refund  or  credit  memorandum. 

We  believe  this  policy  provides  a  good  control  over 
college  funds  and  the  use  of  pre-paid  purchase  orders.   The  two 
instances  of  returns  found  during  the  audit  did  not  comply  with 
the  college's  policy  for  merchandise  returns. 

RECOMMENDATION  #5: 


WE  RECOMMEND  THE  COLLEGE  COMPLY  WITH  ITS  OWN  POLICY 
GOVERNING  MERCHANDISE  RETURNS  BY  REQUIRING  THE  DEPARTMENTS 
TO   COMPLETE   THE   RETURN   AUTHORIZATION   FORM  WHENEVER 
PURCHASED  ITEM(S)  MUST  BE  RETURNED  TO  VENDORS  FOR  CASH 
REFUNDS  OR  CREDIT. 
FISCAL  YEAR-END  PAYROLL: 

Overlapping  pay  periods  at  fiscal  year-end  require  an  accrual 
to  record  the  actual  payroll  expenses  in  the  proper 
fiscal  period.   During  our  audit,  we  noted  an  instance  of  an 
employee  authorized  to  sign  checks  receiving  a  supplemental 
paycheck  because  of  a  problem  created  by  the  split  payroll  period. 

While  we  do  not  consider  this  to  be  a  significant  problem,  in 
that  we  only  found  one  such  instance  and  the  business  office 
accountant  had  initialed  the  check  prior  to  its  issuance,  it,  in 
our  opinion  does  represent  a  weakness  in  the  internal  control 
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system.   Not  only  does  this  practice  weaken  internal  control,  but 
places  the  employee  in  a  difficult  situation  should  a  problem 
arise . 

RECOMMENDATION  #6: 

WE  RECOMMENDED  THAT  THE  COLLEGE  IMPLEMENT  A  POLICY  THAT  WOULD 
REQUIRE  PAYROLL  CHECKS  ISSUED  TO  PERSONNEL  AUTHORIZED  TO  SIGN 
CHECKS  BEAR  TWO  AUTHORIZED  SIGNATURES. 


CONCLUDING  COMMENTS: 

The  six  recommendations  contained  in  this  report  are  based  on 
the  significant  findings  as  a  result  of  our  audit.   We  believe 
that  the  implementation  of  these  recommendations  by  Eastern 
Montana  College  will  improve  controls,  and  bring  the  operations  of 
the  contingent  revolving  accounts  into  compliance  with  state  law 
and  policy.   Except  for  the  use  of  the  contingent  revolving  funds 
to  cash  payroll  checks,  we  found  nothing  during  the  audit  to 
indicate  that  Eastern  Montana  College  was  using  their  contingent 
revolving  funds  for  other  than  purposes  established  by  Montana 
state  policy. 
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EXHIBIT  II 

EASTERN  MONTANA  COLLEGE 

SCHEDULE  OF  EARNED  INTEREST  CONTINGENT  REVOLVING  FUNDS 

FISCAL  YEAR  ENDED  JUNE  30,  1988 


MONTH 


July 
August 

S S p t  £ iuu £  i 

\JCCO  Ucr  L 

November 

December 

January 

February 

March 

Apri  1 

May 

June 

Totals 


NORWEST 

FIRST 

COMBINED 

BANK 

CITIZENS' 

INTEREST 

ACCOUNT 

ACCOUNT 

EARNED 

$  339.98 

$  33.68 

$  373.66 

35  5  4  2 

49.15 

4  04.57 

375.73 

45.82 

421.55 

319.62 

57.il 

376.73 

352.51 

53.91 

406.42 

371.86 

58.43 

430.29 

333.35 

42.44 

375.79 

350.77 

43.32 

394.09 

344.80 

47.78 

392.58 

326.02 

45.24 

371.26 

394.02 

48.55 

442.57 

359.33 

50.66 

409.99 

$  4,223.41 

$  576.09 

$  4,799.50 

SOURCE:   PREPARED  BY  THE  STATE  AUDITOR'S  OFFICE  FROM  BANK  RECORDS 
MAINTAINED  BY  EASTERN  MONTANA  COLLEGE. 
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EXHIBIT  III 

EASTERN  MONTANA  COLLEGE 

SCHEDULE  OF  AVERAGE  FUND  BALANCES 

CONTINGENT  REVOLVING  FUNDS 

FISCAL  YEAR  ENDED  JUNE  30,  1988 


MONTH 

1/  NORWEST 

2/  FIRST 

COMBINED 

BANK 

CITIZENS' 

AVERAGE 

ACCOUNT 

ACCOUNT 

BALANCE 

July 

$  84,669, 

,76 

$  7,54b, 

,09 

$  92,214.85 

Auqust 

88.  146. 

,80 

11,021. 

,81 

QQ   ICQ   CI 

September 

93, 512, 

,53 

10,617. 

,66 

104,130.19 

October 

77,822, 

,08 

13,235. 

,46 

91,057. 54 

November 

83,083. 

,15 

12,091. 

,18 

95,174.33 

December 

88,566. 

,94 

13,103. 

,13 

101,670.07 

January 

85,693, 

,16 

10,175, 

,10 

95,868.26 

February 

84,338, 

,33 

9,715. 

,88 

94,054.21 

March 

82,881. 

,65 

11,251. 

,34 

94,132.99 

Apr  i  1 

83,769. 

,99 

11,388. 

,21 

95, 158.20 

May 

91,773. 

,07 

11,075. 

,11 

102,848.18 

June 

89,253. 

,49 

12,326. 

,84 

101,580.33 

Totals 

$  1,033,510. 

,95 

$  133,546. 

,81 

$  1,167,057.76 

Year  Average 

Balance 

$  86,125. 

,91 

$  11,128. 

,90 

3/   $  97,254.81 

1/   THE  IMPREST  BALANCE  FOR  THIS  ACCOUNT  IS  $100,000.00 

2/   THE  IMPREST  BALANCE  FOR  THIS  ACCOUNT  IS  $10,000.00 

3/   THE  AUTHORIZED  BALANCE  FROM  THE  DEPARTMENT  OF  ADMINISTRATION 
IS  $110,000.00 


SOURCE:   PREPARED  BY  THE  STATE  AUDITOR'S  OFFICE  FROM  BANK  RECORDS 
MAINTAINED  BY  EASTERN  MONTANA  COLLEGE. 
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EXHIBIT  IV 

EASTERN  MONTANA  COLLEGE 

SCHEDULE  OF  ACCOUNT  BALANCES 

CONTINGENT  REVOLVING  FUNDS 

AT  JUNE  30,  1988 


NORWEST  BANK  ACCOUNT 


n  -,  ,~  ! .       r>-^T ,                  -r.,-1..  ^             -i    n  Q  -i                              X       r\  n        •  -^  ~       ~  - 

i_>ci  u  i\      uaiaute      —      u  u  J.  _y  _L  ,       J.  J  O  /                           Cp      ^,  1ZO.  Dl 

Deposits  Made  1,221,601.99 

Interest  Earned  4,223.41 

Total  1  .3 18.  2  53.  91 

Less  Withdrawals  (1,218,992.23) 

Bank  Balance  -  June  30,  1988     $  99,261 . 68 


FIRST  CITIZENS'  BANK  ACCOUNT: 

Bank  Balance  -  July  1,  1987  $  9,138.38 

Deposits  Made  105,185.78 

Interest  Earned  SEE  NOTE-1 

Total  114,324.16 

Less  Withdrawals  (99, 852. 56) 

Bank  Balance  -  June  30,  1988  $  14,471.60 


COMBINED  CONTINGENT  REVOLVING  FUND  BALANCE 

Norwest  Account  $  99,261.68 

First  Citizens'  Account  14,471.60 
Combined  Fund  Balance 

at  June  30,  1981  $  113,733.28 


NOTE  1:   THE  COLLEGE  RECORDED  THE  INTEREST  EARNED  FROM  THE  ACCOUNT 
AT  FIRST  CITIZENS'   BANK  AS  PART  OF  DEPOSITS  MADE.    THE 
INTEREST  EARNED  DURING  THE  YEAR  WAS  $576.09  THUS  THE  ACTUAL 
DEPOSITS  MADE  WERE  $13,895.51. 

SOURCE:   PREPARED  BY  THE  STATE  AUDITOR'S  OFFICE  FROM  BANK  RECORDS 
MAINTAINED  BY  EASTERN  MONTANA  COLLEGE. 
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EXHIBIT  V 

EASTERN  MONTANA  COLLEGE 

SCHEDULE  OF  TRANSACTION  VOLUME  -  CONTINGENT  REVOLVING  FUND 

FISCAL  YEAR  ENDED  JUNE  30,  1988 


NORWEST  B2 

JtfK  account 

FIRST  CITIZ 

ENS  ACCOUNT 

TOTAL  FUND 

Month 

Deposits 
$   210,823.69 

Withdrawals 
$   216,404.50 

Deposits 
$  14,440.02 

Withdrawals 
$10,789.56 

Expenditures 

JULY 

$   227,194.06 

AUGUST 

67,837.27 

62, 160. 56 

1,733.37 

4 , 263 . 59 

66,424.25 

SEPTEMBER 

74,771.41 

68,694.60 

51,803.99 

47,878.38 

116,572.98 

^"w  -L  WJbl\ 

l/l, 504.33 

139,864.41 

4,767.30 

5,899.15 

145,763.56 

NOVEMBER 

95,964.76 

96,791.03 

2,681.95 

5,745.34 

102,536.37 

DECEMBER 

95,133.95 

79,503.82 

7,667.47 

6,004.30 

85,508.12 

JANUARY 

94,027.41 

104,865.91 

9,425.81 

9,414.82 

114,280.73 

FEBRUARY 

123,760.87 

123,098.87 

3,884.12 

4,155.51 

127,254.38 

MARCH 

98,110.09 

92,412.11 

750.92 

976.05 

93,388.16 

APRIL 

95,586.94 

100,483.26 

1,247.00 

1,427.28 

101,910.54 

MAY 

77,097.21 

71,431.39 

2,945.12 

2,511.37 

73,942.76 

JUNE 

66,984.06 

63,281.67 

3,838.71 

787.21 

64,068.88 

TOTALS 

$1,221,601,99 

$1,218,992.23 

$105,185.78 

$99,852.56 

$1,318,844.79 

SOURCE:   COMPILED  BY  THE  MONTANA  STATE  AUDITOR'S   OFFICE   FROM  BANK  RECORDS 
MAINTAINED  BY  EASTERN  MONTANA  COLLEGE. 


JL/nco(412) 
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E/^TERn 

MONTANA  COLLEGE 


1500  North  30th  Street,  Billings.  MT  59101-0298 


Office  of  Administrative  Vice  President 


406/657-2155 


April  4,  1989 


Ms  -.    Andrea  Bennett 

Stat"  *  u  3 1 1 o r 

Sam  W.  Mitchell  Building 

P.O.   Box  4009 

Helena,  MT   59620 

Dear  Andy: 

Attached  is  Eastern  Montana  College's  response  to  the 
recent  audit  of  our  contingent  revolving  accounts. 

It  is  pleasing  to  note  that  the  college  is  generally  in 
compliance  with  Montana  state  policy. 


Sincerely, 


J. 


Kenneth  W.  Heikes 
Administrative  Vice  President 


KWH:pr 
attachments 

c:    Bruce  H.  Carpenter,  President 
Kathleen  Hicks,  Controller 
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EASTERN  MONTANA  COLLEGE 
Response  to  Audit  of  Contingent  Revolving  Funds 

Fiscal  Year  1988 


RECOMMENDATION  #1 :  We  recommend  the  College  monitor  manual 
payroll  calculations  to  verify  the  calculations  are  correct 
before  checks  are  issued. 

EMC  RESPONSE: 

Conc'r.  rmc  has  a  ~r.~, —  r3:-.-.-  -,  —  ~j.Z'~o  b,T  which  calculations  arc 
verified  prior  to  check  preparation  and  distribution. 

RECOMMENDATION  #2;  We  recommended  the  College  comply  with  the 
requirements  of  Section  17-6-202,  MCA,  and  the  provisions  of  the 
Montana  Operations  Manual  by  making  the  monthly  interest  checks 
payable  to  the  State  Treasurer  and  crediting  the  interest  earned 
to  the  general  fund. 

EMC  RESPONSE: 

Concur.  EMC  is  handling  interest  revenue  in  accordance  with  the 
above  referenced  requirements. 

RECOMMENDATION  #3:  We  recommend  the  College  adhere  to  its  own 
policy  of  requiring  two  signatures  on  checks  issued  for  amounts 
in  excess  of  $2,500.00.  Compliance  with  this  policy  could  be 
checked  by  the  employee  responsible  for  mailing  or  otherwise 
distributing  issued  checks.  If  a  check  exceeds  $2,500.00  and 
does  not  have  two  authorized  signatures,  the  employee  should 
notify  the  Bursar  or  Controller. 

EMC  RESPONSE: 

Concur.  All  checks  are  reviewed  for  proper  signatures  prior  to 
distribution. 


RECOMMENDATION  #4:  We  recommend  if  the  College  wants  to  continue 
to  cash  employee  payroll  checks  by  using  funds  from  the 
contingent  revolving  accounts,  that  the  College  and  the  Office  of 
the  Commissioner  of  Higher  Education  discuss  this  issue  with  the 
Department  of  Administration  to  obtain  some  type  of  formal 
authorization  or  a  modification  to  existing  policy. 

EMC  RESPONSE: 

Concur.  Discussions  will  be  held  with  personnel  in  the  Office  of 
the  Commissioner  of  Higher  Education  who  have  indicated  they  will 
work  with  the  Department  of  Administration  to  obtain  a  policy 
change  which  would  permit  the  use  of  the  contingent  revolving 
account   for  cashing   of   payroll  checks.   Such   approval  will  be 
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sought  because  more  than  one-third  of  the  EMC  student  body  pays 
tuition  and  fees  on  the  installment  plan.  Many  of  these  students 
are  work-study  or  student  employees  who  live  in  the  residence 
halls  and  have  no  means  of  transportation.  The  ability  to  cash 
students'  state  payroll  warrants  is  an  integral  part  of 
collection  of  fees  because  payment  dates  for  deferred  fee 
contracts  coincide  with  pay  days,  and  students  cash  their  checks 
and  use  the  proceeds  to  make  payments  on  their  tuition  and,  in 
many  cases,  room  and  board.  Many  students  who  live  on  campus 
maintain  bank  accounts  in  their  home  towns.  Billings  financial 
institutions  are  unwilling  to  cash  any  type  of  check  or  warrant 
f  -  r  ^  r". r! ?  " i  d11  ?  1  s  un  1  e c s  t h°,T  havs  r * *■  ~ h  1  ■?  ~ h f  ,J  'icco'j^t*1  ui  t-ti  +■  v> <=> 
bank  as  is  evidenced  by  the  attached  letters.  The  distance  to 
the  nearest  bank,  should  students  be  required  to  open  bank 
accounts  locally  so  they  can  cash  checks,  is  approximately  one 
mile.  Two  banks  have  indicated  in  writing  their  unwillingness  to 
cash  checks  unless  the  individual  maintains  an  account  with  the 
bank.  (See  attached  letters  from  First  Interstate  and  Norwest 
Bank  .  ) 

RECOMMENDATION  #5:  We  recommend  the  College  comply  with  its  own 
policy  governing  merchandise  returns  by  requiring  the  departments 
to  complete  the  return  authorization  form  whenever  purchased 
item(s)  must  be  returned  to  vendors  for  cash  refunds  or  credit. 

EMC  RESPONSE: 

EMC  concurs  and  follows  established  policy. 

RECOMMENDATION  #6:  We  recommend  that  the  College  implement  a 
policy  that  would  require  payroll  checks  issued  to  personnel 
authorized  to  sign  checks  bear  two  authorized  signatures. 

EMC  RESPONSE: 

Concur.  The  check  in  question  was  initialed  by  the  accountant  in 
charge  of  payroll.  That  authorization  indicates  the  supporting 
documentation  was  reviewed  and  the  payment  was  proper;  however, 
in  unique  situations  such  as  that  described  in  recommendation  #6, 
a  second  authorized  signature  will  be  obtained. 
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/Of  First 

Interstate 
Bank 


First  Interstate  Bank 
of  Billings,  N.A. 

401  North  31st  Street 
P.O.  Box  30918 
Billings,  MT  59116-091! 
406  255-5000 


March  14,  1S8Q 


Ms.  Sally  Hebert 
Eastern  Montana  College 
1500  North  30th  Street 
Billings,  MT  59101-0298 

Dear  Ms.  Hebert: 

This  letter  is  in  response  to  your  request  of  us  to  cash  checks  for  all  students  at 
EMC.  It  is  our  policy,  and  I  believe  the  policy  of  most  banks,  to  not  cash  checks 
for  non-customers  of  the  bank.  The  only  exception  to  this  check  cashing  rule  is  when 
the  person  is  personally  known  by  an  officer  or  another  customer  who  will  guarantee 
the  check. 

The  reason  for  this  check  cashing  policy  is  that  the  bank  has  no  reasonable  means  of 
recourse  when  we  cash  a  check  for  a  non-customer  and  the  check  is  returned  unpaid. 

We  enjoy  our  customer  relationship  with  EMC  and  we  strive  to  provide  the  banking 
services  you  need.  We  appreciate  the  big  contribution  EMC  is  making  to  the  Billings 
community  and  Yellowstone  County. 

If  you  have  further  questions,  please  feel  free  to  call  me. 

Sincerely, 


John  Dy  Johnson 
Vice-President  &  Cashier 


JDJres  -  2-1 

cc:  Rayetta  Bell 
Mary  Pronovost 
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NOftwesr  BANKS 


Nor  west  Bank  Billings,  N.  A. 
175  North  27th  Street 
Post  Office  Box  30058 
Billings,  Montana  59117 
406/657-3400 


March   13,    1989 


Ms.  Kathy  Hicks,  Controller 
Eastern  Montana  College 
1500  North  30th  Street 
Billings,  MT  59101 

Re:   Check  Cashing 

Dear  Ms.  Hicks: 

Following  our  phone  conversation  of  today,  we  would  be  happy 
to  cash  checks  for  student  who  have  a  checking  account  with 
our  bank. 

Non-customer  students  would  be  assessed  a  $7.00  charge  for 
each  check  which  is  our  normal  check  cashing  fee  for  non- 
customers. 

We  do  offer  the  "Startline"  checking  account  which  is  a 
good  checking  account  for  students. 

Thank  you  for  calling  and  please  let  us  know  if  we  can  be 
of  assistance. 


Sincerely, 


■/    ■ 


-7' 


V-^  //  •<-2.  ,c  -    /  i  A    ■       ■ 

■      : 

Joyce  Wuertz 
Administrative  Officer 

JW/me 
Enc. 
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THE  MONTANA  UNIVERSITY  SYSTEM 

33  SOUTH  LAST  CHANCE  GULCH 

HELENA,  MONTANA  59620-2602 

(406)  444-6570 


COMMISSIONER  OF  HIGHER  EDUCATION 


'. 


TO 


Av^^vq,^        D<^y-inot"*~ 


FROM:  Jack    Nobl^. 

Deputy  Commissioner  for  Management 
and  Fiscal  Affairs 

DATE:       April  6,  1989 

SUBJECT:    Response  -  Eastern  Montana  College  Revolving  Account 


Enclosed  is  the  Commissioner  of  Higher  Education's  response  to 
Eastern  Montana  College's  revolving  account  audit, 
recommendation  #4.  Please  include  this  response  in  your  final 
audit  report. 

JN:dkh 
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THE  MONTANA  UNIVERSITY  SYSTEM  CONSISTS  OF  THE  UNIVERSITY  OF  MONTANA  AT  MISSOULA,  MONTANA  STATE  UNIVERSITY  AT  BOZEMAN,  MONTANA  COLLEGE 
OF  MINERAL  SCIENCE  AND  TECHNOLOGY  AT  BUTTE,  WESTERN  MONTANA  COLLEGE  AT  DILLON,  EASTERN  MONTANA  COLLEGE  AT  BILLINGS 

AND  NORTHERN  MONTANA  COLLEGE  AT  HAVRE. 


COMMISSIONER  OF  HIGHER  EDUCATION'S  RESPONSE 


The  Office  of  the  Commissioner  of  Higher  Education  will  soon  be 
meeting  with  the  Department  of  Administration  Accounting 
Division  to  discuss  tiiis  issue.  We  are  anxious  uu  clarify 
Chapter  2-1900  of  the  Montana  Operations  Manual  concerning  the 
use  of  revolving  cash  accounts.  We  believe  the  practice  of 
using  a  revolving  account  check  to  temporarily  increase  the 
cash  change  fund  for  the  purpose  of  cashing  payroll  warrants  is 
an  efficient  and  justifiable  use  of  college  and  state  resources. 
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